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m a l  n o r  t h e  
A  R a n d o m  W a l k  a t  t h e  T r a c k  
W A Y N E  S N Y D E R  
A  r e c e n t  N e w  Y o r k e r  c a r t o o n  b y  C h a r l e s  S a x o n  i s  s e t  i n  a  b u s i n e s s m a n ' s  c l u b  w h e r e  
t w o  s u r p r i s e d  e x e c u t i v e s  a r e  l o o k i n g  a s k a n c e  a t  a  t h i r d  s e a t e d  m e m b e r  w h o  i s  r e a d i n g  
t h e  D a i l y  R a c i n g  F o r m .  T h e  c a p t i o n  r e a d s  " G o o d  L o r d !  I  j u s t  n a m e d  h i m  e x e c u t o r  o f  
m y  e s t a t e ! "  
T h e  h o r s e  r a c e  b e t t o r  i s  u s u a l l y  d e p i c t e d  a s  s o m e o n e  w i t h  w h o m  n o  s o u n d  p e r s o n  
w o u l d  w a n t  t o  e n t r u s t  t h e i r  e s t a t e  m a n a g e m e n t .  S o c i e t y  i n  g e n e r a l ,  a n d  m i d d l e  c l a s s  
r e s p e c t a b i l i t y  i n  p a r t i c u l a r ,  a t t a c h  s o c i a l  s t i g m a  t o  h o r s e  r a c i n g  t h a t  i s  v i r t u a l l y  a b s e n t  
f r o m  t h e  w o r l d  o f  s t o c k s  a n d  b o n d s .  T h e  h o r s e  r a c e  p l a y e r  i s  c h a r a c t e r i z e d  a s  u n s a v o r y ,  
u n r e l i a b l e ,  u n c o u t h  a n d  d e f i n i t e l y  u n r i c h .  T h e  h i g h  f i n a n c i e r ,  h o w e v e r ,  e v o k e s  t h e  
i m a g e  o f  b e i n g  a  p i l l a r  o f  t h e  r e s p e c t e d  e s t a b l i s h m e n t .  N o t h i n g  c o u l d  b e  f u r t h e r  f r o m  
t h e  t r u t h .  I n  r e a l i t y ,  t h e r e  a r e  s t r i k i n g  s i m i l a r i t i e s  b e t w e e n  t h e  w o r l d  o f  r a c i n g  a n d  
t h e  w o r l d  o f  h i g h  f i n a n c e .  
M o r e  o f t e n  t h a n  n o t  t h e  p a t r o n s  o f  a  c o m m u n i t y ' s  r a c i n g  i n t e r e s t s  a r e  a l s o  m e m -
b e r s  o f  t h e  f i n a n c i a l  e s t a b l i s h m e n t .  A t  t h e  o t h e r  e x t r e m e ,  c o m p u l s i v e  g a m b l i n g  i s  n o t  
l i m i t e d  t o  h o r s e  p l a y e r s  a l o n e ,  a s  t h e  e x c e s s e s  w h i c h  l e d  t o  1 9 2 9 ' s  G r e a t  C r a s h  p r o v e d  
s o  c o n c l u s i v e l y .  B o t h  a c t i v i t i e s  h a v e  t h e i r  d a i l y  " b i b l e s . "  F o r  t h e  s t o c k  m a r k e t  i t  i s  
T h e  W a l l  S t r e e t  J o u r n a l  a n d  f o r  h o r s e  r a c i n g  i t  i s  t h e  D a i l y  R a c i n g  F o r m .  R e a d e r s  l e a r n  
f r o m  b u y i n g  e i t h e r  p u b l i c a t i o n  t h a t  t h e y  a r e  a s s o c i a t i n g  w i t h  n o b l e  a n d  d i g n i f i e d  a c t i v i -
t i e s  w h i c h  a t t r a c t  s o c i e t y ' s  f i n e s t  m e m b e r s .  I n  p o i n t  o f  f a c t ,  t h e  a t m o s p h e r e  a t  t h e  r a c e  
t r a c k  g r a n d s t a n d  a n d  a t  a  s t o c k  b r o k e r ' s  o f f i c e  e x u d e s  t h e  s a m e  h i g h  t e n s i o n  t h a t  s u r -
r o u n d s  a  c a s i n o  c r a p  t a b l e ,  a l t h o u g h  t h e  r e p o r t i n g  i n  b o t h  " b i b l e s "  w o u l d  h a v e  u s  
b e l i e v e  o t h e r w i s e .  
B o t h  h a v e  a u t o m a t e d  d e v i c e s  t o  i n f o r m  p o t e n t i a l  p l a y e r s  a b o u t  c h a n g i n g  p r i c e s .  S t o c k  
p r i c e s  a r e  d i s p l a y e d  o n  a  l i g h t e d  t i c k e r - t a p e ,  w h i c h  h a s  i t s  c o u n t e r p a r t  i n  t h e  r a c e  t r a c k ' s  
t o t e - b o a r d ,  w h i c h  f l a s h e s  t h e  c h a n g i n g  o d d s  o n  h o r s e s  a t  n i n e t y - s e c o n d  i n t e r v a l s .  T h e s e  
v i s u a l  b a r o m e t e r s  a r e  c r u c i a l  t o  b o t h  g a m e s .  W h e n  a  t r e n d  a p p e a r s  o n  t h e  t i c k e r - t a p e ,  
t h e  l e v e l  o f  c o n v e r s a t i o n  h e i g h t e n s  a n d  i s  t y p i c a l l y  t r a n s l a t e d  i n t o  a  b u y i n g  ( b u l l i s h )  
o r  s e l l i n g  ( b e a r i s h )  f u r y .  A t  t h e  r a c e  t r a c k  t h e  h u m  a n d  t i t t e r  f r o m  t h e  c r o w d ' s  r e s p o n d i n g  
t o  t h e  s h i f t i n g  o d d s  o n  t h e  t o t e - b o a r d  i s  n o r m a l l y  t r a n s l a t e d  i n t o  a  r u s h  t o  t h e  b e t t i n g  
w i n d o w s .  W h i l e  t h e  j a r g o n  p e c u l i a r  t o  e a c h  a c t i v i t y  i s  d i f f e r e n t ,  t h e  m o o d  a n d  i n t e n t  
a r e  s i m i l a r .  T h i s  c a n  b e  s e e n  b y  w a t c h i n g  s p e c t a t o r s  a t  e i t h e r  k i n d  o f  e v e n t ,  w h e r e  
t h e y  s p e a k  w i t h  t h e  s a m e  k i n d  o f  w i r e d - u p  u r g e n c y .  
1 1  
But horse racing does differ in one major respect from the stock market: bettors 
can actually see what they are selecting when the horses are brought from the pad-
dock onto the race track to parade before entering the starting gate. The feelings created 
by seeing the brightly clothed jockeys astride the parading horses adds a luster unknown 
to stock market players. This causes a final flurry of betting, until the starting bell 
stops the wagering, always leaving some disappointed customers at the closed betting 
windows. Stock traders undoubtedly feel much the same when their daily activities 
are stopped by the closing bell each afternoon. 
Horse race betting does not compare with the billions of dollars that change hands 
every day in stock trading, but it still remains the sport of kings - attracting more 
spectators than any other sport and the amount bet exceeds all other forms of gam-
bling combined. In 1976, a Presidential Commission charged to review and make recom-
mendations about the national policy toward gambling, estimated that the total dollars 
bet, legally and illegally, had reached twenty-five billion annually and was growing 
rapidly. States have increasingly authorized new legal forms of gambling including bingo, 
lotteries, off-track betting and most recently casinos for Atlantic City. But horse rac-
ing continues as king, attracting about one-half of all legal betting. 
Horse racing is irresistible to most gamblers. Gamblers Anonymous, a self help organi-
zation patterned after Alcoholics Anonymous, estimates that nine out of ten of its 
members are compulsive race horse players. At a recent Chicago meeting, one mem-
ber commented: "The dice were loaded, the cards were marked, but horse racing had 
to be honest. You could see them run and we were betting against each other." 
It is exactly because players do bet against each other that makes playing the horses 
so similar to playing the stock market. Prices of securities on the stock market are 
determined by the expectations that stock market players ("investors") have about the 
expected future prices and earnings of individual stocks. Horse race players also attempt 
to estimate future prices and earnings and this determines the odds of each horse. 
But unlike the stock market where future earnings always remain uncertain, a new 
race is over and won (or more often lost) every thirty minutes. 
But the greatest common bond between playing the horses and playing the stock 
market is that they both have the same basic objective - getting rich quickly and 
effortlessly. Few stock market players ever find the golden road to riches. On the con-
trary, there is an increasing amount of evidence which suggests that no system is ever 
likely to be found which will consistently "beat the market." Similarly, evidence about 
horse players shows that there is no system which will permit a person to win consis-
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t e n t l y .  N e i t h e r  s t o c k  p r i c e s  n o r  h o r s e  r a c e s  a r e  a n y  m o r e  p r e d i c t a b l e  t h a n  t h e  f l i p  o f  
a  c o m .  
N o  r e a s o n a b l e  p e r s o n  w o u l d  p r e t e n d  t o  b e  a b l e  t o  p r e d i c t  s u c c e s s f u l l y  t h e  t o s s  o f  
a  c o i n  m o r e  t h a n  h a l f  t h e  t i m e .  Y e t  e v e r y  d a y  t h o u s a n d s  o f  s t o c k  m a r k e t  i n v e s t o r s  
p e r s i s t  i n  t r y i n g  t o  p r e d i c t  s t o c k  p r i c e s  a l t h o u g h  n u m e r o u s  s t u d i e s  h a v e  d e m o n s t r a t e d  
t h a t  t h e s e  p r i c e s  b e h a v e  j u s t  l i k e  t h e  f l i p  o f  a  c o i n .  M o r e o v e r ,  N e w  Y o r k ' s  f i n e s t  f i n a n -
c i a l  e x p e r t s  a r e  u n a b l e  t o  g i v e  i n v e s t m e n t  a d v i c e  t h a t  i s  a n y  m o r e  p r o f i t a b l e  t h a n  t h e  
d e c i s i o n s  m a d e  b y  l e s s  w e l l  i n f o r m e d  i n v e s t o r s .  I n  b r i e f ,  s t o c k  p r i c e s  b e h a v e  l i k e  a  t o s s e d  
c o i n  f o l l o w i n g  a  " r a n d o m  w a l k . "  
" R a n d o m  w a l k "  w a s  o n c e  a n  e s o t e r i c  t o p i c  o f  i n t e r e s t  o n l y  t o  m a t h e m a t i c i a n s  a n d  
s t a t i s t i c i a n s  b e f o r e  e c o n o m i s t s  s t u d y i n g  t h e  s t o c k  m a r k e t  m a d e  t h e  t e r m  f a m o u s  -
i n f a m o u s  a l o n g  W a l l  S t r e e t .  N u m e r o u s  s t u d i e s  h a v e  d e m o n s t r a t e d  c o n c l u s i v e l y  t h a t  
t h e r e  i s  n o t h i n g  i n  t h e  p a s t  m o v e m e n t  o f  s t o c k  p r i c e s  t h a t  h a s  a n y  v a l u e  i n  h e l p i n g  
p r e d i c t  f u t u r e  s t o c k  p r i c e s .  H e n c e ,  s t o c k  p r i c e s  a r e  s a i d  t o  m o v e  u n p r e d i c t a b l y  l i k e  
t h e  f l i p  o f  a  c o i n  o r  a  r a n d o m  w a l k .  
I f  n a i v e  f o r e c a s t s  b a s e d  o n  p a s t  p r i c e  i n f o r m a t i o n  c a n  d o  n o  b e t t e r  t h a n  b y  f l i p p i n g  
a  c o i n ,  w h a t  a b o u t  t h o s e  W a l l  S t r e e t  f i n a n c i a l  e x p e r t s ?  S u r e l y  t h e i r  s c r u t i n y  o f  e v e r y  
m i n u t e  c o r p o r a t e  d e t a i l  s h o u l d  e n a b l e  t h e m  t o  o u t  p r e d i c t  t h e  u n i n f o r m e d  m a n  i n  
t h e  s t r e e t .  Y e s ,  t h o s e  e x p e r t s  d o  m a k e  a  r e t u r n  w h i c h  i s  s l i g h t l y  h i g h e r  t h a n  w h a t  
c o u l d  b e  a c h i e v e d  b y  f l i p p i n g  a  c o i n ,  b u t  t h e  c o s t  o f  o b t a i n i n g  t h e i r  s e r v i c e s  i s  h i g h e r  
t h a n  t h e  e x t r a  r e t u r n  t h e y  a c h i e v e .  T h e  c l a s s i c  e x a m p l e  h a s  b e e n  t h e  " e x p e r t l y "  m a n a g e d  
m u t u a l  f u n d s  w h o s e  p e r f o r m a n c e ,  a f t e r  a l l o w i n g  f o r  a d m i n i s t r a t i v e  c o s t s ,  h a s  n o t  b e e n  
a b l e  t o  m a t c h  t h e  a v e r a g e  r e t u r n  f r o m  s i m p l y  b u y i n g  a n d  h o l d i n g  a  r a n d o m  s e l e c t i o n  
o f  s t o c k s .  A n d ,  b e c a u s e  e v e r y o n e  h a s  a c c e s s  t o  t h e  s a m e  p u b l i c  i n f o r m a t i o n  a b o u t  
c o r p o r a t i o n s ,  e v e r y o n e  h a s  t h e  s a m e  c h a n c e  t o  m a k e  a  f o r t u n e  - o r  l o s e  o n e !  T h i s  
e x p l a i n s  w h y  t h e  f i n a n c i a l  e x p e r t s  a r e  n o  m o r e  s u c c e s s f u l  t h a n  t h e  a m a t e u r  w h o  s i m -
p l y  s e l e c t s  s t o c k s  b y  t h r o w i n g  a  h a n d f u l  o f  d a r t s  a t  a  t a c k e d  u p  W a l l  S t r e e t  J o u r n a l .  
T h e r e  i s  n o w  c o n s i d e r a b l e  e v i d e n c e  t h a t  h o r s e  r a c i n g  f o l l o w s  a  r a n d o m  w a l k  t o o .  
T h e r e  i s  n o  w a y  t h a t  k n o w l e d g e  a b o u t  t h e  h o r s e  r a c i n g  o d d s  c a n  b e  u s e d  s y s t e m a t i -
c a l l y  t o  e a r n  a  p r o f i t .  F u r t h e r m o r e ,  s i m i l a r  t o  t h e  s t o c k  m a r k e t ' s  a n a l y s t s ,  t h e  e x p e r t  
h a n d i c a p p e r s  d o  n o t  p e r f o r m  a s  w e l l  a s  t h e  g e n e r a l  p u b l i c  i n  s e l e c t i n g  w i n n i n g  h o r s e s .  
D o e s  t h i s  m e a n  t h a t  t h e  a v e r a g e  b e t t o r  w i l l  d o  j u s t  a s  w e l l  s e l e c t i n g  a  h o r s e  a c c o r d i n g  
t o  U n c l e  E d ' s  b i r t h d a y  n u m b e r  o r  b e c a u s e  t h e  j o c k e y ' s  c o l o r s  a r e  A u n t  A l i c e ' s  f a v o r -
i t e ?  N o t  q u i t e ,  b e c a u s e  h o r s e  p l a y e r s  a r e  s t r o n g l y  a n d  p r e d i c t a b l y  b i a s e d  i n  t h e i r  b e t -
t i n g  h a b i t s .  U n d e r s t a n d i n g  t h i s  b i a s  c a n  s u b s t a n t i a l l y  r e d u c e  p o t e n t i a l  l o s e s ,  b u t  i t  
c a n n o t  e n t i r e l y  e l i m i n a t e  t h e m .  
1 3  
Horse race odds are determined by the parimutuel betting system, an invention of 
a 19th-century Frenchman which was first legalized in Kentucky in 1906. The odds 
are inversely proportional to the amount bet on each horse. The favorite always pays 
the lowest odds if it wins because the most money has been bet on it. Similarly, the 
horse with the least amount wagered on it receives the highest or longest odds. This 
system distinguishes horse race betting (along with dog racing and Jai Alai) from most 
other forms of gambling. 
In casino gambling the odds are set by the management which knows that the long-
run "real" chances of winning are identical for every number on a roulette wheel. That's 
why the house will pay thirty-five to one for every winner, whether one or one thou-
sand persons bet number twenty-two. But the parimutuel betting system used in horse 
racing causes the winning odds to decrease as the amount bet on a horse increases. 
Before the parimutuel system was invented, race track bookmakers offered bettors odds 
which reflected their best guess about each horse's true chances of winning. But cheating 
and scandals were legend until the parimutuel system was universally adopted. Since 
in horse racing the true chances of winning are never exactly known, the parimutuel 
system was designed to let bettors wager against each other and thus collectively deter-
mine the payout odds for the winning horse. In each race, after subtracting an autho-
rized "take" from the "handle" or pool of money bet on all horses to win, the remainder 
is divided up among the holders of winning tickets. Today, the track-take averages 
eighteen percent and is divided by law between the state and the track which uses 
its share to provide purses, administrative costs and profits. 
Since each horse is a potential winner, payout odds are calculated for every entry 
and these "charts" are syndicated by the Daily Racing Form and published in the fol-
lowing day's newspapers. 
Because the players themselves determine the odds a horse will pay if it wins, estimating 
or "handicapping" a horse's true chances of winning becomes all important. Players 
estimate these chances by studying the past performances of each horse in the Daily 
Racing Form and comparing them to the current competition. 
The University of Michigan's Survey Research Center found that horse racing is 
the most exciting form of gambling, but most of this excitement is internalized. About 
half of all horse players arrive alone at the track and they have little time to socialize 
although they often know each other on sight. Nor is there time to display emotions 
because they need to devote all their attention to making the final integration of their 
analyses before placing a bet. There are about thirty minutes between races and for 
nearly twenty-eight, the excitement is internal. Then the race begins and for two minutes 
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H o r s e  b e t t o r s  t e n d  t o  e s c h e w  t h e  f a v o r e d  h o r s e s  
f o r  t h e  l o n g  s h o t s  
t h e  e x c i t e m e n t  b e c o m e s  b o t h  v i s u a l  a n d  h i g h l y  v e r b a l ,  r e a c h i n g  a  c l i m a x  a s  t h e  w i n -
n e r  c r o s s e s  t h e  f i n i s h  l i n e .  
H o r s e  p l a y e r s  h a v e  a  s t r o n g  a n d  e n t i r e l y  p r e d i c t a b l e  b i a s  t h a t  h a s  r e m a i n e d  r e m a r k -
a b l y  s t a b l e  e v e r  s i n c e  i t  w a s  f i r s t  r e c o g n i z e d  b y  p s y c h o l o g i s t  R i c h a r d  G r i f f i n ,  i n  1 9 4 9 .  
H o r s e  b e t t o r s  t e n d  t o  e s c h e w  t h e  f a v o r e d  h o r s e s  f o r  t h e  l o n g  s h o t s .  A l t h o u g h  t h e  l a t -
t e r  h a v e  m u c h  s m a l l e r  c h a n c e s  o f  w i n n i n g ,  p l a y e r s  g e n e r a l l y  p r e f e r  t a k i n g  a  c h a n c e  
a t  t h e  l a r g e r  p r i z e .  A  t y p i c a l  r e s p o n s e  t o  w h y  a  b e t t o r  d i d n ' t  s e l e c t  a  w i n n i n g  f a v o r i t e  
i s  " S o  w h a t ' s  f u n  i n  g e t t i n g  b a c k  a  f e w  d i m e s  o n  a  t w o - d o l l a r  b e t . "  
W h i l e  t h e  a v e r a g e  b e t t o r  c a n  e x p e c t  t o  l o s e  e i g h t e e n  p e r c e n t  o f  t h e  t o t a l  a m o u n t  
w a g e r e d  d u e  t o  t h e  t r a c k - t a k e ,  t h e r e  a r e  b e t t i n g  s t r a t e g i e s  w h i c h  w i l l  r a i s e  o r  l o w e r  
t h i s  a v e r a g e  l o s s .  F a v o r i t e s  w i n  o n e - t h i r d  o f  a l l  r a c e s ,  b u t  b e t t o r s  p l a c e  l e s s  t h a n  o n e -
t h i r d  o f  t h e i r  w a g e r s  o n  t h e  f a v o r i t e  h o r s e .  S a i d  d i f f e r e n t l y ,  b e t t o r s  w a g e r  l e s s  o n  t h e  
m o s t  f a v o r e d  h o r s e  i n  e a c h  r a c e  t h a n  i n  p r o p o r t i o n  t o  i t s  t r u e  c h a n c e s  o f  w i n n i n g .  
T h i s  s i t u a t i o n  i s  c a l l e d  a n  " o v e r l a y "  i n  r a c e  t r a c k  p a r l a n c e .  I t  a l s o  m e a n s  t h a t  i f  a  p l a y e r  
w e r e  t o  b e t  o n l y  f a v o r i t e s ,  t h e  a v e r a g e  e x p e c t e d  l o s s  o f  e i g h t e e n  p e r c e n t  w o u l d  b e  r e d u c e d  
t o  a b o u t  n i n e  p e r c e n t .  W h a t  a n  e x c i t i n g  d a y  a t  t h e  r a c e s  - g o i n g  w i t h  t h e  a n t i c i p a -
t i o n  o f  l o s i n g  o n l y  h a l f  w h a t  t h e  t y p i c a l  b e t t o r  w i l l  l o s e .  B i g  d e a l !  
M o s t  f a v o r i t e s  g o  o f f  a t  t h r e e  t o  o n e  o r  l e s s .  A t  o d d s  o f  f i v e  t o  o n e  t h e  b e t t o r  b i a s  
i s  n e u t r a l i z e d  a n d  t h e  e x p e c t e d  l o s s  a v e r a g e s  e i g h t e e n  p e r c e n t .  B u t  a t  h i g h e r  o d d s  b e t -
t o r s  p a y  a n  i n c r e a s i n g  p r e m i u m  f o r  p l a y i n g  t h e  l o n g e r  s h o t s .  A t  o d d s  o f  t e n  t o  o n e ,  
t h e  e x p e c t e d  l o s s  i s  t w e n t y - f o u r  p e r c e n t ,  a t  t w e n t y  t o  o n e  i t  r e a c h e s  t h i r t y - f i v e  p e r -
c e n t ,  a n d  a t  f i f t y  t o  o n e ,  p l a y e r s  c a n  e x p e c t  a n  a v e r a g e  l o s s  o f  a t  l e a s t  f i f t y  p e r c e n t .  
T h e s e  p e r c e n t a g e s  s h o w  h o w  b e t t o r s  a r e  w i l l i n g  t o  p a y  a n  i n c r e a s i n g  c o s t  f o r  s e l e c t i n g  
t h e  l a r g e r - p r i z e  b u t  l o w e r - p r o b a b i l i t y  h o r s e s  o v e r  t h e  s m a l l e r - p r i z e  b u t  h i g h e r - p r o b a b i l i t y  
f a v o r i t e s .  
I n  1 9 5 6  a n o t h e r  p s y c h o l o g i s t ,  W i l l i a m  M c G l o t h l i n ,  d i s c o v e r e d  t h a t  t h e  b e t t o r  b i a s  
w a s  n o t  c o n s t a n t  t h r o u g h o u t  t h e  d a y .  T h e r e  a r e  n o  s i g n i f i c a n t  d i f f e r e n c e s  f r o m  r a c e  
t o  r a c e  u n t i l  t h e  l a s t  o n e  w h e n  t h e  b i a s  b e c o m e s  s u b s t a n t i a l l y  a c c e n t u a t e d .  B e t t o r s ,  
u n d o u b t e d l y  h o p i n g  t o  e r a s e  e a r l i e r  l o s s e s ,  s e e k  o u t  l o n g e r  o d d s  h o r s e s  w i t h  e v e n  g r e a t e r  
d e t e r m i n a t i o n  i n  t h e  l a s t  r a c e  t h a n  e a r l i e r .  A s  a  c o n s e q u e n c e ,  t h e  b e t t o r  b i a s  i s  i n c r e a s e d  
f o r  b o t h  f a v o r i t e s  a n d  l o n g  s h o t s .  T h e  s h i f t  a w a y  f r o m  t h e  l o w e r - o d d s  h o r s e s  i s  s o  
d r a m a t i c  t h a t  o c c a s i o n a l l y  t h e  o v e r l a y  o n  t h e  f a v o r i t e  i s  l a r g e  e n o u g h  t o  e x c e e d  t h e  
t r a c k  t a k e .  L e a v i n g  t h e  t r a c k  a  w i n n e r  i s  p o s s i b l e ,  b u t  w h e n  t r a n s p o r t a t i o n  c o s t s ,  b e e r ,  
h o t  d o g s ,  a n d  e n t r a n c e  f e e s  a r e  s u b t r a c t e d ,  a n y  p r o f i t  u s u a l l y  d i s a p p e a r s .  F u r t h e r m o r e ,  
t h e  l i m i t e d  p o t e n t i a l  f r o m  b e t t i n g  f a v o r i t e s  i n  t h e  l a s t  r a c e  c a n n o t  b e  i n c r e a s e d  b y  
b e t t i n g  b i g .  L a r g e  w a g e r s  o n l y  f u r t h e r  r e d u c e  t h e  a l r e a d y  l o w  o d d s ,  e v e n t u a l l y  e l i m i n a t i n g  
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the small profit margin resulting from the original bettor bias. 
Do "expert" handicappers do better than the public? Owners, trainers, jockeys, 
grooms, walkers and clockers all aspire to "beat the system," but virtually nothing 
systematic is known about their betting behavior. Handicappers who do publish their 
prognostics have consistently demonstrated that they are unable to match the pub-
lic's ability to pick winners. No expert handicapper has even consistently picked as 
many as the thirty-three percent of public's favorites that win. Some experts attempt 
to predict what odds the public will create through its parimutuel betting. The official 
track handicapper, the Daily Racing Form, and newspaper sportswriters all attempt to 
forecast the public's odds. And each of these prognosticators exhibits a bias which 
is even more pronounced than the public's. They tend toward being quite conserva-
tive at both ends of the odds scale. That is, they greatly underestimate the extent to 
which the public will favor the lowest-odds horses and they overestimate the public's 
wagers on the longer-odds horses. When asked why they eschew both favorites and 
long-shots, the expert handicappers are likely to reply "We don't want to point a fin-
ger at either the winner or losers." 
What then can we conclude about horse racing as compared with the stock market? 
Does the random walk apply or not? The answer is not simple. No system exists which 
will provide a profit consistently. The average cost of horse race betting is eighteen 
percent, but not every player need pay that price. The cautious bettor can select only 
favorites and reduce the loss by half. The player who enjoys risks can choose the longer-
odds horses and eventually lose upward of fifty percent. But the systematic bias of 
bettors in horse racing is not large enough to enable a player to beat the eighteen 
percent track take. The analogy with the stock market is direct because none of the 
studies which have reported "above normal" stock earnings has found the deviations 
large enough to off-set the transaction costs of buying and selling stocks. In this sense, 
both horse racing and the stock market follow a random walk. 
The President's National Commission on Gambling urged states to lower the track 
take in order to increase betting and raise state racing revenues. The authors believed 
that a lower take would attract enough new betting to make up for whatever income 
was lost from the lower take. If the eighteen percent take were cut in half, bettors 
choosing the favorite would break even. If this happened, then playing the favorites 
in the last race would return a profit of ten percent or more. Indeed, if wishes were 
horses, beggars would ride! 
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